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KEY ECONOMIC INDICATORS 


Area: 479,242 square miles 
Population: 8 million 
Per Capita Gross Domestic Product: about $210 


INCOME 

1986 1987 
GDP Current Prices 
(billions of CFA) 528 569 
(millions of US$) 


Real GDP 19.0 -0.1 


BALANCE OF TRADE AND PAYMENTS 
(billions of CFA) 


Exports, f.o.b. 71.2 
of which: cotton 24.0 
Imports, c.i.f. 167.7 
of which: cereals 18.0 
Trade Balance -96.5 


Services, net 39.8 
of which: 

interest payments 8.6 
Private transfers, net 16.1 


Current Account -55.9 
(before grants) 

Grants, net 43.5 

of which: private, net -2.9 

public, net 46.4 

Overall Balance -17.7 


EXCHANGE RATES per dollar) 
Period Average 


1986 1987 


U.S. dollar 346 301 


Source: Government of the Republic of Mali 





Summary 


Mali is one of the poorest countries in the world, with a per 
capita income of around $210. Agriculture, primarily cereal 
production for domestic consumption and cotton and livestock for 
export, makes up more than half of Mali’s gross domestic product 
(GDP) of almost $2 billion. Good rainfall in the 1988-89 season 
led to a boom cotton crop and a good cereal harvest, which 
resulted in a cereal surplus for the first time in many years. 
Real GDP growth for 1989 is estimated at 9 percent. 


Commercial and industrial activity, which together make up about 
35 percent of the GDP, are expanding slowly. Many of the large 
public enterprises in these sectors have been reduced, partially 
privatized, or eliminated under an agreement negotiated with the 
World Bank. The mining sector is steadily expanding with several 
foreign companies investing in gold mining activities. 


Spending by the Government of the Republic of Mali (GRM) is around 
$497 million a year, or about 25 percent of the GDP. Government 
revenues, which are derived mostly from indirect taxes, income 
taxes, and custom duties, come to less than $379 million a year. 
As a result the GRM continues to run a deficit, but has taken a 
series of International Monetary Fund (IMF) suggested measures to 
control expenditures and increase revenues, and to date the GRM 
has met most set goals. The Development Bank of Mali, Mali’s 


ailing banking institution, has been restructured and appears to 
be on the path to recovery. 


Mali’s exports are now running around $256 million a year: $110 
million in cotton, $79 million in livestock, and $54 million in 
gold. Mali’s imports (petroleum, vehicles, machinery, and most 
manufactured items) are more than $465 million a year. 


Foreign assistance usually runs between $250 million and $350 
million a year from both bilateral and multilateral donors and 
continues to be very important to Mali. At the same time, Mali’s 
foreign debt is over $2 billion. Bilateral loans, most of which 
have been rescheduled, make up around half of the debt. The rest 
is made up of multilateral loans usually at long-term concessional 
rates. Mali’s debt service equalled 36 percent of its export 
earnings in 1988. In 1989, the United States and France both 
forgave most of the debt Mali owed them. 


Background 


Mali achieved independence from France in September 1960. The 
first president, Modibo Keita, followed a socialist economic 
course. In 1968, the army staged a coup and Moussa Traore became 
president. He has governed Mali since. Throughout most of the 





1970s, Mali embraced a statist development model with massive 
government spending, many large public enterprises, and tight 
government control of economic activity. 


By the early 1980s, Mali was experiencing severe economic diffi- 
culties. The GRM’s fiscal problems were growing as a result of 
the expansion of government and public enterprise sectors; 
balance-of-payments deficits and foreign debts were on the rise, 
and there were increasing food shortages. To handle these 
difficulties, the GRM embarked on a series of Standby 
Arrangements with the IMF from 1982 to 1987. (Mali also 
reentered the West African Monetary Union in 1984 and resumed use 
of the CFA franc.) In order to comply with these agreements, the 
GRM tightened credit and curbed government spending. In late 
1985, falling cotton prices resulted in further belt tightening. 


The GRM has been negotiating with the World Bank a $120 million 
Public Enterprise Sector Reform Program. It is also negotiating 
with the IMF for a new Structural Adjustment Facility of $19 
million to be released at the beginning of 1990. The GRM is 
required to reduce the government’s burden on the economy and 
encourage private sector development under the World Bank and IMF 
agreements. The U.S. Agency for International Development’s 
(USAID) Economic Policy Reform Program has also been instrumental 
in reducing the public sector’s role in the economy and promoting 
fiscal reforms. The GRM has already made some progress in 
reducing the growth of civil service, cutting back on public 
enterprise sector employment, opening up public enterprises to 
private capital, liberalizing price controls, and eliminating 
most government monopolies. 


Agriculture 


Agriculture is the major productive activity in Mali, involving 
around 75 percent of the active labor force. It is estimated 
that about 69,000 square miles, or about 15 percent of the total 
land area, is suitable for crop cultivation, with only 7,600 
presently being cultivated. Most Malian agriculture is 
traditional farming at a low technological level. Periodic 
droughts have caused low yields and food shortages. Although 
irrigated agriculture could be expanded along the Niger and 
Senegal rivers, it would be costly. 


Agricultural production in Mali depends greatly on climatic condi- 
tions. There are three major climatic zones in Mali in which 
agricultural production occurs: Guinean (rainfall over 1100 mn), 
mostly in the south; Sudanic (1100 to 500 mm), mostly in the 
center; and Sahelian (550 to 150 mm) in the north bordering the 
desert. However, there can be significant variations from year 
to year in rainfall. 





Preliminary estimates for the 1989-90 harvest indicate a second 
year of cereal surpluses. Good rainfall during the 1988-89 
seasons resulted in a very large grain crop and a 500,000 ton 
grain surplus by early 1989. This increase was welcomed after 
mediocre rainfall and harvests the year before. Insufficient 
rainfall for the 1987-88 season meant that some food aid and 
commercial rice imports were necessary in 1988. 


With a produciton level of around 187,000 metric tons, cotton, 
Mali’s traditional major export, showed a decrease of 7 percent 
in 1987-88 season from the previous year’s production level. 
Cotton export earnings for 1988 totaled 32.9 billion CFA ($110 
million). However, Mali’s cotton crop for the 1988-89 season was 
a record harvest at 250,000 metric tons. The 1989-90 harvest 
should be equally good. Most of the cotton is grown in the 
southern area of the country and is exported to Europe, primarily 
France and West Germany. 


Mali’s cattle herds, which declined during the height of the 
1983-85 drought to around 3.5 million have increased again. 
Cattle exports, mostly to the Cote d’Ivoire, are believed to have 
been 570,000 head in 1988. They earned more than 23.5 billion 
CFA ($79 million), making cattle one of Mali’s major exports. 
There are significant unofficial cattle exports. 


The GRM created a number of regional development organizations 
(ODRs) to develop production of specific crops, particularly 
cotton, rice, and sugar, in specific zones. These agencies have 
provided agricultural infrastructure, extension, and other 
services, and have been the principal vehicle for channeling 
foreign assistance into rural development. The GRM has decided 
to improve efficiency and reduce cost activities of the ODRs. As 
part of this effort, the public sector monopoly on cereal 
marketing has been eliminated. Other ODRs have been or will be 
restructured or dissolved. 


Commerce and Industry 


Commerce comprises approximately 23 percent of Mali’s GDP. The 
inefficient public enterprises that dominated commerce for years 
are now being scaled back or eliminated. The largest of these, 
SOMIEX, the state import-export trading company, with sales of 
over 41 billion CFA in 1983 ($156 million) and more than 2,300 
employees, was liquidated in 1988. 


In 1986, the GRM adopted a new commercial code that makes it 
easier to set up and run a business. In early 1988, the GRM began 
to issue licenses to private traders for the importation and sale 
of sugar, salt, milk, and tea--SOMIEX’s last monopolies. Next, 

in 1989, the GRM decided finally to approve applications for 





import and export licenses. Consequently, private sector involve- 
ment in these lines of commerce is growing. 


Mali’s industrial sector, which makes up around 15 percent of the 
country’s GDP, has been growing slowly. It is characterized by 
large public enterprises involved in the processing of agricul- 
tural products and small, mainly privately owned, firms involved 
in import substitution activities. Although many of Mali’s 
industries are located in Bamako, those that rely on agricultural 


commodities inputs are usually located closer to the production 
areas. 


More than 50 percent of Mali’s industrial production is in 
textiles, all of which are domestically consumed. Since 1986, 
COMATEX, the state textile company, has been co-mananged with a 
Chinese state company and production has increased. Another 
major textile company, Itema, is a mixed public enterprise with 
both Malian and foreign partners. The GRM has authorized the 
privatization of many of its industrial enterprises, including 
those producing textiles, leather, cement, ceramics, canned 
foods, agricultural equipment, and cotton seeds. 


As of July 1989, the GRM has implemented liberalization measures 
that would ensure renewal of the GRM’s IMF Standby Agreement and 
Structural Adjustment Facility Loan and would facilitate release 
of funds under the World Bank’s Public Enterprise Sector 
Adjustment Program. The liberalization measures include the 
removal of most price controls, liberalization of imports and 
exports, the removal of some transporation tariffs, and easier 
business registration. 


Mining 


Although Mali’s mining sector is still relatively small, it has 
considerable potential, and foreign private interest in this area 
is steadily increasing. Gold is already Mali’s third largest 
export, and CFA 16.2 billion (about $54 million) worth of gold is 
reported to have been exported in 1988. Mali has a very active 
artisinal gold mining sector. Furthermore, gold is brought from 
neighboring countries into Mali, where regulations and procedures 
regarding the export of gold are comparatively liberal. 


Mining in Mali is regulated by the Direction National des 
Geologie et des Mines in the Ministry of Industy, Hydraulics, and 
Energy. A public enterprise, SONAREM, is involved in mineral 
research and exploitation. The United Nations Development 
Program (UNDP) has also assisted in assessing Mali’s mineral 
resources. 





Industrial gold mining was started in 1985 at Kalana. The Kalana 
gold mine operated by SOGEMORK, which is owned by SONAREM, has 
received Soviet technical assistance and financing. Production 
at Kalana for 1989 is projected at around 600 kg of gold. 
However, Kalana’s production capacity is reported to be around 
1.8 metric tons of gold a year. 


Presently, BHP-Utah International of San Francisco has a joint 
venture with the GRM known as SOMISY. This gold mining concession 
at Syama in the Sikasso region is expected to go into production 
in early 1990. Production levels may reach 2.3 metric tons of 
gold per year. 


Trans-African Mining Ltd., another American based company, has 
recently acquired a gold mining concession in Kenieba in the 
western region of Kayes. Additionally, in the Kayes region, 
SOMILO, a French Government-GRM joint venture, is determining the 
potential of a concession at Loulo for mining gold and diamonds. 


Mali’s mining sector is not limited to gold. Lime, marble, 
diamonds, and other mineral deposits are presently being mined or 
explored in various regions of the country. 


Government Spending and Revenue 


The Malian Government’s expenditures for 1988 totaled CFA 142 


billion (approximately $473 million) or about 25 percent of GDP. 
Government revenues, which are derived mostly from custom duties, 
income and head taxes, and indirect taxes, came to CFA 119 billion 
(approximately $397 million) a year. The Malian Government 
typically has chronic financing gaps, which are largely covered 
by additional inflows of foreign assistance. 


Government payrolls swelled during the 1960s and 1970s, but in an 
effort to try to contain spending, the GRM has put a ceiling on 
civil service hiring since 1983 and frozen salaries since 1985. 
To control expenditures further, the GRM announced in 1987 that 
it would not honor any spending incurred without the proper 
authorization from the Ministry of Finance and Commerce. The GRM 
is making a concerted effort to hold the line on expenditures and 
to increase revenues. 


Money and Banking 


Since 1984, Mali has been a member of the West African Monetary 
Union, with the CFA franc as its national currency. The CFA 
franc is tied to the French franc at a rate of 50:1. The Banque 
Centrale des Etats de 1’Afrique de 1’Ouest (BCEAO) is responsible 
for Mali’s monetary policy. 





Since 1987, the BCEAO has supervised the daily operations of the 
commercial banks and has imposed sanctions on banks exceeding the 
credit ceilings. The BCEAO has also been requiring that companies 
place a minimum 75 percent deposit of the value of their import 
purchase in a blocked account to obtain a letter of credit from 
their bank. 


In 1987, as a result of a reduction in deposits and an 
accumulation of bad loans, the Development Bank of Mali (BDM), a 
state-owned institution, experienced severe financial problems 
and was forced to lay off half its 900 employees. It problems 
worsened in 1988, and more employees were let go. The Moroccan 
Bank of External Trade (BMCE), the French Government and other 
foreign investors have since stepped in and reorganized, 
reliquified, and recapitalized the BDM. 


Under the new agreement, signed in May 1989, the GRM’s financial 
involvement in the BDM is limited to 20 percent. The newly 
restructured BDM is operating at a quarter of its original size. 
Branches have been closed, staff has been cut, and operations 
have been streamlined. Recently shares were made available to 
the public and all were acquired within a short time. The BDM 
agreement is a major breakthrough in restoring the viability of 
Mali’s financial sector and ensuring continuation of the GRM 
reform program. 


Foreign Trade, Payments, and Assistance 


Mali has had a $200 million plus trade deficit for several years. 
It has only three major exports (cotton, livestock, and gold) and 
must import all its petroleum, vehicles, machinery, and most 
manufactured items. Mali’s major trading partners are France, 
Belgium, West Germany, and Cote d/’Ivoire. 


Mali has a foreign debt of over $2 billion, almost all public or 
publicly guaranteed debt. The majority of this debt is bilateral 
loans, primarily from the Soviet Union, France, China, and 
petroleum exporting Arab countries. 


Multilateral loans from the World Bank, the IMF, the African 
Development Bank/Fund, and European and Arab development organi- 
zations make up most of the rest of the debt. The terms of most 
of these loans are long-term repayment at well below market 
interest rates. However, Mali’s current IMF loans have shorter 
repayment periods at higher rates. 


Mali receives between $250 million and $350 million a year in 
foreign assistance. This is approximately equal to the size of 
the Malian Government budget and is about one-sixth of the GDP. 
France is the largest multilateral donor. Foreign assistance in 





Mali is used for drought relief, water projects, agricultural 
development, road construction, commerce and industry, and 
education, health, policy reform, and forestry and conservation. 


The Saudi Arabian Government is presently sponsoring a much 
needed second bridge over the Niger River in Bamako. 
Construction has already begun. 


U.S. Government Assistance 


U.S. Government (USG) assistance to Mali is rising. There are 
approximately 160 Peace Corps volunteers in Mali. In July 1989, 
the USG announced plans to forgive all Development Assistance and 
Economic Support Fund debt owed by sub-saharan countries with 
reform programs. Most of Mali’s debt to the United States was 
forgiven under this initiative in November 1989. The FY 1989 
assistance from USAID to Mali is approximately $27 million. 

USAID has nine principal projects in Mali in three main areas: 


Economic Reform: Economic Policy Reform Program 
Cereals Market Restructuring Program 


Food Security: Development of the Haute Valley Agricltural 
Region 
Livestock Sector 
Semiarid Tropics Research 
Farming Systems Research 
Integrated Family Health Services 


Development Management: Human Resource Development Assistance 
Basic Education 
Development Leadership Training 


Under the $25.5 million Economic Policy Reform Program (EPRP), 
the United States provided the GRM with the resources to take the 
fiscal and budgetary reform measures required to reduce the 
burden of the public sector on the Malian economy and to create 
an environment favorable to private sector development. In the 
program’s first four years, progress was made in the fiscal area 
by reducing the business profits and payroll tax rate, increasing 
customs values, enacting a new commercial code, decontrolling 
prices, and improving administrative efficiency. Other measures 
include budgetary reform, adoption of a new budget classification 
system, implementation of a program to support voluntary early 
retirement by civil servants, and reduction of new hiring of 
civil servants. 


Implications for U.S. Trade and Investment 


The GRM’s actions to reduce the size of the public enterprise 
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sector and to mobilize the private sector have, along with the 
fall in the value of the dollar, stimulated Malian business 
people’s interest in trade opportunities with the United States. 
However, the small size and purchasing power of the Malian 
business community and inability to obtain credit make it hard to 
increase such trade. The ability to communicate in French is 
crucial to success in trade with Mali. 


The most likely opportunities for U.S. sales are provided by 
procurement connected with USAID, World Bank, and other donor 
development projects. These include agricultural, construction, 
irrigation, and communication equipment and technical services. 
Information on these projects can be obtained from the organiza- 
tions directly. Other possible opportunities for sales are 
agricultural commodities, electronics, computers, communications, 
mining equipment, and cosmetics and personal care products. 


A number of U.S. and other foreign companies have shown increasing 
interest recently in investing in gold mining operations in Mali. 
Although the lack of infrastructure makes such activity expensive, 
the country is believed to have significant resource potential. 
Other promising areas for investment include Mali’s leather and 
hide sector and its food processing sector. 





How to Succeed in Exporting 


Only $8.50 


Get up to speed with 
A Basic Guide to Exporting. 


A Basic Guide to Exporting tells you how to penetrate profit- 
able international markets and how to get the information and as- 
sistance you need to get started. Discusses export strategy, market 
research, financing, customs benefits, product packaging, and 
much more. 158 pages, illustrated. 


Stay ahead of the curve with 

Business America, 

The Magazine of International Trade. 

Get up-to-date information on business opportunities abroad from 

Business America. Designed to help businesses like yours succeed 
Quality ‘ in world markets, each biweekly issue provides information on trade 
Award ; opportunities, “how-to” information on reaching overseas buyers, 
caer and contacts for more assistance and advice. It also offers discussions 

of current U.S. export policy, news of Government actions affecting 

trade market intelligence from worldwide commercial service posts, 

(24 issues) and much more. Available by annual subscription. 


Order now... 
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